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ABSTRACT 

The research reported in this document was undertaken to 
determine the relative costs of educating a child in a charter school and a 
traditional public school in Michigan. To assess the costs, the following 
research was done: a review of the laws that govern public schools in 
Michigan; a review of the statutes that govern the funding of public schools 
in Michigan; and three analyses to assess the relative costs of educating a 
child in a charter schools and a traditional public school. Following are 
some of the results of the analyses: (1) A review of the statutes indicated 

that charter schools are entitled by law to the same operational funding, or 
less, than the host school district, yet they receive no additional capital 
funding, establishing that charter schools cost taxpayers less than district 
schools; (2) charter schools receive $1,036 per student less, on average, 
than district schools; and (3) charter schools receive no capital funding, 
which accounts for the largest share of the disparity in funding between 
charter schools and traditional public schools. The report also contains 
findings from related research (literature reviews) of charter schools in 
Michigan. (Contains numerous tables.) (WFA) 
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Executive Summary 



Article VIII of the Michigan Constitution requires the legislature to establish 
and fund a system of free primary and secondary schools. These public schools 
have traditionally operated under the control of local school districts, each of 
which is created by the state. However, since 1994, state law has allowed other 
public institutions, such as a university or a school district, to organize public 
school academies (PSAs). Such schools are commonly called “charter schools” 
because a public body “charters” them with a written document outlining their 
purpose, governance, and authority. 



Given the recent debate over the statutory limit on the number of public school 
academies, and the state’s budget difficulties, taxpayers and policymakers 
should consider carefully the relative costs of educating a child in a public 
school academy and a traditional public school. 

To assess these costs, we performed the following research: 

• reviewed the laws that govern public schools, including traditional public 
schools and public school academies, in Michigan; 

• reviewed the statutes that govern the funding of public schools in Michigan, and 
trends in school funding that have occurred since the passage of Proposal A in 
1994; and 

• completed three different analyses to assess the relative costs of educating a 
child in a PSA and a traditional public school. This was done by first examining 
the statutes themselves; then examining the foundation allowances of PSAs and 
the districts in which they are located (the “host districts”); and finally examin- 
ing the total state and local revenue for PSAs and their host districts. 



Our analyses reveal the following: 

1. A review of the statutes governing the funding of Michigan public schools indi- 
cates that PSAs are entitled by law to the same operational funding, or less, than 
the host school district. Furthermore, they receive no additional capital funding. 

This establishes that PSAs cost the taxpayers less than district schools, but does 
not show how much less. Therefore, we completed two additional analyses, 
using two separate data sources. 

2. An analysis of operating funds and capital revenue indicates that PSAs receive 
more than $1036 per student less , on average, than the comparable district 
school. This difference is composed of differences in foundation allowances for 
operating purposes that average $356 per pupil, plus an average difference in 
capital revenue per pupil of $681. See Table 1 on page 2. 
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DATA APPENDIX 



TABLE 1 . Average State and Local Per Pupil Funding, 2003 





Public School 
Academies 


Host School 
Districts 


Difference 


Foundation allowance 
for operating purposes, 
plus capital revenue 


$6,932 


$7,968 


($1,036) 


Source: Anderson Economic Group, LLC. 



3. The disparity in operating funds alone ranges from zero in a number of dis- 
tricts, to $25 per pupil in Plymouth-Canton, to $2,001 in Ann Arbor, to a 
striking $3,802 in Southfield. These figures may underestimate somewhat the 
actual difference, because some PSA students are resident in nearby districts that 
spend more than the host school district. 

See Table 4, “Operational Funding for PSAs and Selected Host Districts, 2003,” 
on page 14, and Figure 2, “Operational Funding for PSAs and Selected Host 
Districts, 2003,” on page 15. 

4. PSAs receive no capital funding, which averaged $681 per pupil in 2001, and 
accounts for the largest share of the disparity in funding between PSAs and tra- 
ditional public schools. This has been the fastest growing category of school rev- 
enues since the passage of Proposal A in 1994, increasing by 148% between 
1994 and 2001. (See “Change in Prices, Enrollment, and Taxpayer Funding 
since “Proposal A”” on page 9.) Our analysis of the difference in capital funding 
is also conservative, as we did not have data for 2002 and 2003 capital funding 
per pupil. 

5. A separate analysis of the total revenues reported by schools indicates that PSAs 
receive about $815 less than their host public school districts. These data, how- 
ever, include non-comparable revenue for categorical programs offered by both 
public school academies and traditional public schools, which introduces a bias 
of unknown direction into the comparison. We therefore place less weight on 
this comparison than the direct comparison of foundation allowances. 



See the ’’Data Appendix:” at the end of the report, and available on our website, 
for a detailed compilation of the data used in this analysis, including historical 
enrollment, operating revenue, capital revenue, and prices; a breakdown by 
source of property tax revenue for public schools in 2001; per pupil foundation 
allowance data for PSAs and host school districts; and total revenue data. This 
data appendix may be printed separately, and will also be made available on the 

Anderson Economic Group web site. 1 



1. The AEG web site is at: http://www.andersoneconomicgroup.com. 
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METHODOLOGY 



NOTE ON THE 
PURPOSES OF PUBLIC 
SCHOOL ACADEMIES 



We note in our report a small number of issues with data reporting that make the 
comparisons between district schools and public school academies less than 
perfect. These include differences between enrollments in primary and second- 
ary grades; the inclusion of some students from higher-spending districts than 
the host district; the inclusion of categorical funding in the total expenditure 
data; and the use of statewide figures for capital expenditures. None of these 
items appear to be of a magnitude large enough to undermine the central finding 
of our analysis. However, we urge the reader to review these issues, which are 
discussed in “Methodology And Data Notes” on page 16. 

This report confirms that PSAs receive less taxpayer funding per pupil than tra- 
ditional district schools, and therefore conserve taxpayer resources devoted to 
the public school system. However, the primary purpose for the establishment 
of PSAs was not to save money, but to encourage innovation, and provide alter- 
natives to district schools that are providing a satisfactory education. 

There have been a number of analyses of PSAs that focus primarily on gover- 
nance, accountability, performance, and innovation. We cite the most relevant of 
these in “Review of Related Research” on page 19. 
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